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John Vasconcellos 

Dem. Senator - San Jose 



“/ have never been so frightened 
about California ’s future as I am 
now. The ingredients seem to be 
here to take the state right over the 




Keith Richman 
Rep. Assemblyman - 
Northridge 



“Without bipartisan 
cooperation , we are headed for 
a fiscal train wreck. ” 
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And how 
many UC 
dollars 
are we 
talking 
about? 
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Risks in the 

current budget 



• New governor deficit financing 
bond may be rejected by voters 


• Backup old governor deficit 
financing bond may be illegal 


RAWs mature in June 2004; high 
costs if must roll ov< 
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In FY 2000-01, personal income 
taxes produced $17 billion in 
revenue from capital gains (22 % 
of general fund revenue). 








Budget Structure 


General Fund Revenue Sources: 
1997-98 - 2002-03 
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Note: Excludes tobacco bond revenue in 2002-03. 


Budget Structure 


General Fund Expenditure Categories: 1997-98 - 2002-03 
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Structural Deficit 
Estimated by LAO 
under Davis 



Rand said same thing 
in mid-1990s! 
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Days of Budget Delay Beyond June 30 delay? 812004 '*' 3 












Groping for a Solution 





temporary 

Groping for aSolution 


Deficit financing for another 
year plus refinancing of 
accumulated debt 


- Constitution requires vote on 
(long-term) obligations of 
general fund 
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3 Options for state; 

- Schwarzenegger bond 

- Davis bond 

- New 
Warrants 
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Groping for aSolution 


Option #1 : Schwarzenegger 
$15 billion bond on March 
2004 ballot 


Ballot overcomes constitutional 
objection on need for vote 

Companion “balanced budget” 
measure modifies 
overcome single 
objection A 
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to Option #2 
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Groping for aSolution 


• Option #2: Davis $10.7 billion bond 

- Annual vote of Legislature required 
to pay debt service (to avoid having 
the bond be considered “long term”) 

- Complicated “triple flip” adopted by 
Legislature to make bond not an 
obligation of the general fund 
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Triple flip: 

- State enacts half-cenl 


into special fund and reduces local sa 
tax by half cent 
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Lawsuit has been filed charging that 
Davis bond is a subterfuge to avoid 
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Option #3: 

Revenue Anticipation Warrants 

- State has $11 billion in RAWs issued in 
June 2003 coming due + $3 billion in 
Revenue Anticipation Notes (RANs) 

- Unless a budget is in place, potential 
lenders will not have a plan to examine 
for repaying the new RAWs 

If we get to Option #3, lenders w 
have seen voter rejection oW™ TTIO 
Schwarzenegger bond and legal 




challenge to Davis bond 


If state failed to sell RAWs Jt could 
run out of cash. Default on debt 






What About UC & UCLA? 


• Governor proposes $2.6 billion for 
UC from general fund 

• Steady erosion from prior levels 

• “Compact” with prior governor is 
dead 

• Proposed budget is heavy on micro- 
management 

• Overall UC budget is > $18 billion 
but non-state monies cannot be 
diverted into basic educational 

program 




Proposed “UC premium relative to 
CSU is about $1.3 billion; roughly 
equivalent to a doubling of tuition 


revenue. 






Cal State-Berkeley 


Cal State-Westwood 




Cal State-La Jolla 


Etc. 








“Before I came here, I 
was confused about this 
subject. Now I am still 
confused, but at a 
higher level.” 


Enrico Fermi 






tiik i \m:i > status uk \ 


.Oakland 


Nat'l.Pk. 

Bakersfield^ MOJAVE .1 

■CALIFORNIAN 

r'yl jt -a. /\ ^ DESERT \ a, 

JarbaraS JSan Bernardino 


Joshua Tree 
i Nafl. Pk 


'Colorado 


Redwood 

Nafl.Pk 


^ w Lava Bads 
l Nafl. Mon. 


^ Mt Shasta 


Eureka^ Ussen volcanic 
s| \ Nafl. Rk. m * 

|L *\ Sacramen to 

^ UChico ^ 

a® /\ r ^ 

SACRAMENTO 

a. 'A ' 

* ^ 

A J _ A 

J'feer! 

San Francisco i ^ 

?San Jose 

Santa Cruz*^ Sa/> “Mt. Whitnei. 

Monterey^ 

Fresno* ~--- 


Lake Tahoe 


SIERR 


NEVAD 


Vosemite 

^ywt*i Pk. 


|Santa Barbara 

tr* 


Death Valley 
Nafl. Pk 


ARIZONA 


**l:os Angeles^ 
Long Beagh 


A, , 

San Diego 1 



UCLA 

Faculty 

Assn. 


K 

• A 


Jan. 30, 
2004 





